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A well developed systens of social services is eKtreiuely 
important for any economy since these services can offer a 
positive contribution towards the labour market prospects of 
the low income wage earners on one hand and enhance the 

productivity of those who either cultivate their own land or 

% 

are self-employed in ether activities. Good health and 
education both command a premium from employers in the labour 
market- On the other hand, the income of a worker is 
adversely affected if he withdraws from the workforce due to 
either illness or malnutrition. Besides this, good health, 
proper nutritio ^ and educational arhievements are not simply 
attributes which increase income of individuals and 
contribute positively towards economic growth, but are 
qualities desirable for the upliftment of both the individual 
as well as the society as a whole. It is on account of this 
that a positive association is observed between higher levels 
of health and education and the levels of living and the 
quality of life of the people. In this paper an effort is 
being made to look into the health services in Uttar Pradesh 
and to find out the scope of introducing a system of cost 


recovery of the health services 


provided by /the state*, 


ambi t iou--s oro 


arter indeperiderice the country lautiched a very 
programfiie of setting up of Friiriary -Health Centres 


(FHCs) despite; the resource constraints as well as the 
di.’TierfSion ot the health problem in the country. Below the 
PHCs were the Sub-Health Centres. After 1985 the Community 
Health Centre (CHC) has also been introduced and this is 


above the PHC. The prescribed norms for health services and 
the existing situation in India and U.P. are indicated in 
Table 1. 


Table 1 i Availability of Health Services and Prescribed 
Norms (As on 1.4.1990) 


Type of Service 


Prescribed India 
Norm 


Doctor Population Ratio 
Bed Population Ratio 


3000 1 : Z299 1 i 4260 


1000 1 5 1347 1 s 2593 


Sub-Centre Rural Popula- 
tion Ratio 1 


5000 


4779 1 : 5533 


PHC - Rural Pop. at ion Ratio 1 s 30 500 1 : 30394 1 s 37169 
CHC - Rural Population Ratio 1 : 100000 1 s 335929 1 : 629977 

Source : Health Information of India^ Directorate of Health 
Services. 


t 15 evident 


from Table 1 that the health services at 


the All-India level have been adequately developed and they 


are in a 


ccordance with the prescribed norms except with 


respect to CHC - Rural Population ratio. Uttar Pradesh, on 
the other hand, is lagging behind in each case. However, 


improvement has been made since 1990 and the gaps between 
prescribed norms ana actual attainment has been narrowed down 
considerably . 


In order to firovide health care various schemes have 
been initiated fay the Central and State governments with the 
help of its own resources or those provide fay international 
agencies. As a result considerable achievements have been 
made and they are adeguately reflected if we look at some 
indicators of health. A brief picture of the same is 
provided in Table 2- 



Table 2 ' Some Basic Indicators of Health Care 



N.B. ! * Pertains to 1988-92 and ** Pertains to 1993. 

Source - Health Information of India^ Directorate of Health 
Services. 


Table 2 clearly highlights the fact that between 1971 
and 1994 considerable improveirients took place both at the 
state and national level. The birthr death and infant 
mortality rates came down. As a result of these efforts the 
expectancy of life has gone up substantial iy . 


oas 


L-ooi^ing at l-he ds^elopirients which have been taken:, piace 
in thE field of health irsf rast ructure we find that the, state 
oas usciUi-' cr on 5 .1 de rani e acme vectierit and the same can be seen 
in Table 3-. 

Table 3 s Health' Inf rast ructure in Rural Areas of ' U*P.. 


Item 


Base Year Level at Likely Tarqet 
(1991-92) end of achieve- (1995- 
1993-94 merit 96) 

(1994-95) 


Sub" 

-Centres 

20153 

20153 

— 

— 

PHC 


3625 

3751 

- 

- 

CHC 


228 

258 

23 

27 

Hospitals/Dispensaries 

4192 

4375 

118 

100 

Ca) 

A1 lopathi c 

776 

776 

— 

— 

Cb> 

Ayurvedic/Unani 

2433 

2533 

78 

100 

( c ) 

Homeopathic 

983 

1066 

40 

— 

No - 

of Beds 

28670 

30126 

986 

1202 

(a) 

Allopathic 

21600 

22716 

674 

802 

(fa) 

Atyurvedi c/Unani 

6452 

6852 

312 

400 

Cc) 

Homeopathic 

558 

558 



Soctrce » Aniiiial Plan? y*F 

5., 1995-96, 

Vo 1-5, 

Government 

of 


U«P«r State Planning Coinmissiony Aprils 19v5« 

The health services in the ritral areas, of. the, state i^iere 

being run with the help of E0153 sub-centres, 365S PHCs and 
HESCHCs in 1991-92. Besides this there were an additional 
4122 hospitals and diapensaries as well. Most of these 
hospitals and dispensaries are Ayurvedi c/Unani . By 1993-94 
the number of these centres had registered an increase. 4-- 



( 


per the health norms the total requirement of the state fe'as 
E3600 sub— cent resr 3933 PHCs and 983 CHCs? which means that 
the level of attainment of sub— cent res , PHCs and CHCs as 
compared • to the norms laid down was approximately 85. -4 per 
cent;, 95.4 per cent and E&.2 per cent fay the end of 1993-94. 
Only with respect to CHCs the attainment levels are low and 
this is primarily so because the concept of CHC was started 
in the year 1985. It is, therefore, obvious that the state 
has achieved a fair degree of success as per the required 
norms. It is true that the state is lagging behind the 
national average but before any critical appraisal is made on 
this account it must be realised that the size of the state 
both in terms its as well as population is vast and 
so the task of providing medical services ail over the state 
equitably is a herculean one indeed. This problem has also 
to be visualised in the light of the fact that resource 
constraint has been a perpectual bottleneck and the limited 
:• arou: cos at ' he disposal of the itate have to be put to 
var?"‘is alternative uses judiciously and in tune with the 
ongoing priorities. . 

We will, therefore, make an effort to see the pattern of 
expenditure which the state government made in the health 
sector over the different plan periods. ihe First Plan was a 
rather modest one and so only Rs»65.E crore and Rs.4.7Q crore 
were set aside by the Centre and State respectively for this 
sector. In percentage terms these worked out to be 3.3 arsd 
2.6 per cent respectively of the total Plan outlays tot the 


= 6 “ 

Centre and State governments. In the case of U.P. Plan 
outlays went up steadily during the next two plans to touch 
an all time high of 7.62 per cent during the Third Plan. 
Since then^ however, considerable fluctuations have been 
witnessed and the share of the health sector in the State 
went down to as low as 1.29 per cent during the Fifth Plan. 
In the case of the Central Government, on the other hand, 
there has been a gradual decline in the share of this sector 
and the saune has come down from 3.3 per cent during the First 
Plan to 1.7 per cent by the Eighth Plan. 


We may, therefore, sum up by saying that ever since the 
inception of the planning process in India the State 
government has been allocating funds for the ' provision of 
medical services. As a result, a fairly widespread medical 
infrastructure has been set up in the state and considering 
the size of the state as well as its total population, it Irmh 
done reasonably well in the field of medical care- 


II. LEVEL OF AVAILMENT OF MEDICAL SERVICES BY THE MASS ES 

Bo far the papier had focussed its attention on the 
development of the medical sector in the state. It is now 
time to see the extent to which these services are being 
availed fay the people. For this we are utilizing the data 
provided by the MBS 42nd round. This National Sample Survey 
was mainly devoted to an enquiry on social consumption. In 
Table 4 information relating to distribution of hospitalised 


The 


SIj X 0 


ill 

cases over type of hospital is being sho'^n. ’ 
highlights the fact that at the All India level around 55.5 
per cent of the hospitalised cases in rural areas are treated 
in government hospitals and another 4 per cent in PHCs. The 
rest go to private hospitals and nursing homes, etc. In the 
case of the urban public nearly 59.5 per cent go to 
government hospitals while the rest get treated privately. 
As against- this the percentage share of persons treated in 
government hospitals was lower both in rural <52.6 per cent) 
and urban areas (58.0 per cent) in the case of Uttar Pradesh. 
This, therefore, implies that a higher percentage of people, 
even in the rural areas of the state, are receiving private 
treatment in the case of hospitalisation. 


Table 4 ! Percentage Distribution of Hospitalised Cases Over 
Type of Hospital 


U.P./ India 

Pubi i c 
Hospi- 
tals 

PHC 

Pri- 

vate 

Hospi- 

tals 

Charit- 
able 
"Insti* .6 
Pubi i c 
Trusts 

Nursing 

Homes 

Others 

Total 

U.P. 








(a) Rural 
(b> Urban 

52.61 

57.97 

2.76 

1.28 

27-26 

19.42 

3.46 

2.04 

10.10 

15.53 

3.81 

3.75 

100.00 

100.00 

India 






- 


(a) Rural 
Cb) Urban 

55.40 

59.51 

4.34 

0.75 

31.99 

29.55 

1.71 

1.91 

4.86 

7.04 

1.70 

1.24 

100.00 

100.00 


Source ! Sarvekshan, April— June, 1992. 


w: 

fiSS report further points out that , a very high 

percentage of patients’ hospit^lisedi? ■■ in.-bpth'^'rjical urbafi ''' I- 

opt^’for^the free; wards at the^state as'"''wetii'' as the ti^il 

- i *! 

India level. Ii^-'‘'^the rural areas this*^ p*ercentage is. aroursd 59 
and 61 per cent for U»P« and India respectively whereas the' 
cor responding percentages for urban areas are 56 and 55 per 
.cent. However, despite the fact that a. high percentage of 
peoF«le get admitted in non— paying wards in rural as well as 
urban areas? there are other rriedical expenses which have to 
be borne by them- Consequently? only a negligible percentage 
actually receive free medical treatment- Table 5 provides 
information in this Connection- 

Table ,5 s Percentage Distribution of Hospitalised Cases Over 
Payment Categories 


Items y.P- India 


RURAL 



Payment Category ’ 



Ca) No Payment 

6.56 

23-16 

(b> Employer’s Medical Uelfare Scheme 

4.S2 

6.18 

<c) Reporting Payment to Institutions 

SS.61 

70.66 

(d) All 

100.00 

O 

o 

d 

o 

URBAN 



Payment Category ‘ 



(a) No Payment 

6.25 

19.61 

(b) Employer’s Medical Nelfare Scheme 

11-62 

12.95 : 

Cc) Reporting Payment to Institutions 

82.13 

■ ■ 67-44 ■■■■ 

(d) All 

100.00 

o 

o 

d 

o 


.Source. 5 Sarvekshan?.- April —June? 1992- 



Table 5 reveals the tact that at the Ali-India level 
around 23 and 20 per cent of the hospitalised cases fail in 
the *No Payment' category in rural and urba.n areas 
respectively. However. a completely different picture. is 
presented in trse case of Uttar Pradesh where only around 6 
per cent of the hospitalised cases receive the benefit of 'Mo 
Payment-' The, provision of Employer's Medical MeTfare Scheme 
too is limited. Consequently around SS and S2 per cent of 
the hospitalised cases have to make an expenditure on -their 
hospi tal isat ion in the rural and urban areas of the state, 
it will thus be wort-hwhile t,o find out what this burden of 
payment as a result of hospitalisat ion works out- to in 
financial terms. 'this is presented in Table 6. As far as 
the rural areas of India as well as U.P. are concerned the 
average amount of money spent on hospital isat ion is around 
R5.300. However y private treatment is much costlier in the 
rural areas of the state. In the urban areas it is observed 
that the slate average is much higher as compared to the All- 

Table '6 '* Average Payment Made in Hospitals in Rural and' 
Urban Areas 


state/ 


Rural 



Urban - 


India 

Govt.: 

Private 

All 

Govt. 

, Private: 

All 

U.P. 

299.48 

972-06 - 

648.73 

683.50 

1103.91 

918.36 

Ind'ia 

320.34 

733. 3S 

597.06 

385.02 

1206.01 

933 . 33 


* .Sarvekshan? April— Juney '1992,' 


Sour ce 




? 105 


India average in the case of government hospitals but the 
other way round when we look at average expenditure in 
private hospitals. 


Ill- FINANCING OF HEDICAL SERVICES IN UTTAR PRADESH 

Everywhere in the world the role of the state has been 
very important in assuring that health cars becomes 
universally and equitably distributed as far as possible. 
However, this task has been very difficult in states such as 
Uttar Pradesh on account of limited resources, high growth 
rate of population and the very size of the state. In the 
case of many countries it is becoming increasingly difficult 
to run large systems of health facilities or heavily 
subsidised quasi-public systems. Some scholars argue that 
highly subsidised health care facilities, if not adiniisii stered 
properly, are useless from the equity angle. In such 
situations they are generally enjoyed by the advantaged 
groups at the cost of the poor. It is, therefore, 
increasingly been felt that it is not possible for the 
government to increase the share of resources towards medical 
and health. Consequently, it is felt that the existing 
health financing policies in developing countries need to be 
reoriented. 


In 

recovery 
It was 


1987 the klorld Bank recommended increased cost 
for financing publically provided health services, 
pointed out chronic shortages of finance for drugs 





etc* severely reduce the ef feet i venes-s of , eKistinq health 
services* The' _ revenue received through increased cost 
recovery are prsjposed to be the ineans for iinproving quality^ 
effectiveness and coverage of health systeiiis* 

The vievis of the yorld Bank regarding cost recovery has 
generated , considerable debate . Soirie agree with the views and 
feel that soine kind of cost recovery is essential considering 
the . escalating cost of health services on one hand and the 
lirfiited capacity of the government to finance these services 
on the other. Those in di sagr eement , express their fears on 
the ground that if user fees are increased in order to. make 
cost recovery effectivey the poor may not be in a position to 
afford medical services* 

The way things stand it appears that in the year to come 
a shift might be essential in the health policy from the 
present system of subsidised health care to 'one where cost 
recovery is an integral- part. This is so since health ■ costs 
have been rising at a fairly rapid rate- Besides this the' 
population t"oO' has grown at a reasonable pace thereby ' making 
it increasingly difficult for the government to raise budget 
allocations on medical and health to meet the ' actual 
requi rements « Over and above these two factors, it must be 
accepted that there .is an increasing pressure on ,us to do 
away with our- system of subsidies- if we .are to becoirie a part 
of.' the global economy. The path, that we have adopted over 
the recent years assures that we. are headed towards a free 
market -economy and therefore time has come to introduce 




changefe in a phased inaiiner in order to bring us in tune ***itri 
other ec:ono!iiies« riowevery any suggestion >'.aiiTied at. cost 
recovery ' should - not iir?ply that user fees should be raised 
fe*ithQut proper- plannirsg- yhile fraininq the policy the policy 
iriakers should, take into account .considerations of efficiency, 
equity and paying capacities of the inasses along ^ith the 
national objectives* 


The emphasis on equity and paying capacity has a special 
sinnificance in the case of iieveloping countries since a hig.h 


percentage of the population lives around or below trie ■■ 
poverty line. So far the user fees, wherever they existv are 
either very low or non-existent in the case of government run 


medical centres = 


In the restructuring of policy towards 


?dicai and health a range of ■. policy . options exist 


Ca) One can think in terms of improving the pricing of 
' ' services * /' ■ ■ 

Cb) A- new approach to risk, sharing ' through medical' insurance 
can be ado.pt ed. 


fr) The structure of subsidies' on medicaj 
■■ ai ter ed *, ■ 


care '. can ■ be 


Cdi Efforts can be made to make optimal use of the ,■ existing 
medical . inf rastructure as. well as ' optimal- . use ' of 


meal cal . in 
available r 


fsources for the medicai 'secLor, ■ 


C-el , Tia 


intaining a ■ suitable . balance ■ between, -.public - ' privat 


In the case of- our paper we will focus attention on 


..first'.' . two aS'ptect! 


As will be seen these two, if nanaiea 


properly, will be able to take care of the otner tnree 



(a) Pricing of Medical Services Through User Fees 

It has already been pointed 'Out that individuals are 
a.l ready payinQ-tor the health care services that are being 
availed by theis! and that even in the government run hospsitals 
and other iiiedicai centres all treatirient is not' free» As a 
r e 5 u 1 1 even it a pat i en t is adm i t- 1 e d in an on— ciay i n g *#a r d h e 
has to incur other expenses* The figures had revealed that 
in Uttar Pradesh only around per cent ot irse total 
hospitalised cases of rural as well as urban areas- have been 
treatffienX- X-oX-ally tree of cosx* hioreovery even in 
rural areas peoc^le go to the privaixe clinics xor irreaLiB?:fnirw 


It is- thereforey very clear that people are quite 

willing to pay for medical care. Even in some government 
hospitals user fees are being charged in the form of a 
registration fee. in the rural health centres such fees are 
not faeino charoed presently at the sub^centre? PHC uhC 

P to^-’en s o i s t r at X on fee can? cueref ore? oe 
introduced. In the case of sub-centres the registration fee 
can be fixed at rupee one per registration. The same may be 
fixed at ruoees two and three p«er registration in the case of 


t 1 K O O 


'eos 

are 

apd 

CHC 

ire? 

„be 

dop 

fee 

may 

be 

^ , case 

= :of 

is.pitals y 

■ cap" 

■: - be 


and CHC respectively. In the district level hospitals,, 
where a registration fee is already being charged, it can be 
sui tablv in c r eased . However, during une first phase of ■-O-r-. 
recovery the ward fees and charges for pathologicisl i.ss-.-=- 


ra tees 


should not- oe e 


ad V e rs o 1 y ■ sf f o c X s d * 


inhanced or else the poorer sections will 





iniis L s 1 mill Lane 0115 1 


are t-o be niLroduceci or eriiiaTiceiiy 
taneoiislv ensiire. that there is a 


. f e Pi i, 0 fi 


sXat fee 


0 iia i 1 L a L 1 v e 1 iTi o r Q v* 0 m e n t i o t Ft 1 1 e i l fi s e r v i c e 5 ^ fi i c fi are 
beinq provided^ Unless this is ensured the people ■ not 

y i -=: £ T, T is 0 s3 n v* 0 rn m e 11 1 h e a 1 1 h centre s- an d q e l t h e m s e i v e S' 
orivateiv instead » Good quality iriedical services can 
be provided by ensurinq that the medical centres are properly 
staf’f’ed and nave’ adequate ' supply of medicines- and oLFier ■ 
•facilities* For this the efficiency of the centres will have 
to be improved through better management * Besides this*, the 
amounts received by the centres through registration and 
other -fees should be utilised by the concerned centre itseit = 
This will promote decentralisation as well as local controx 
and bring about =:|uality improvement through staff 
involvement. The direct advantage of this will be that once 
these centres start functioning eff iciently^ patients wixi 
visit them willingly and consequently the unnecessary burden 
on district level and other hospitals, visualised presently, 
will be effectively reduced. At present people are sy— 
passing the sub-centre. PHC and CHC as they are inefficient 

and ill-equioped. Once these desired changes are affected it 

will also strengthen the referral system. 


Rnrs^ tne qovemment deuxoes on xntfuuucing the -..-jncept 
of cost recovery, the policy makers must, take into account 
the questions of efficiency and equity along with tbe 
national objectives and also assure financial vi 
c . ' w « 4? ■f' Q ■ -5? rs f” o ^ T. f% be fii e oX“ X FI m x fi u wd x x ue ** 


Some, of tns- tacLor 


liWSSSSfe 






Ca) A proper assessment of the cost of fee coi: 


ec 1,^1011 s 


Cb) Adherence to the nri 


iiCipie of equitv 


Cc) Appropriate price fixa-tiori 
c a ps c i i-v of 1 11 e u e "S 


Mgdi cal Insuraneg 


tyi ■ anci. 


111 i-Line ^ith 


ProiBoting the t.os!cept of rie-=iith insurarice' is reiativelv 


easy in tirban as coiiipareil to the riis*’al 


iTf facty soiFie 


health insiirarsce schemes 


=siready exist and a section of 


people have indicated their i^^i 1 1 inqness in th 


e 1 r t' a v our ' b v 


ioining toe ■ischeiTieSs ihe need ^s t^* 


iTsplity toe procedure 


*with a ¥ie»^^ to make them it'ithin eas-y reach 


uf toe c Q min on man = 


Initially the medical insurance scheme 


can be made compulsary 


for all government and quasi—government employees. Almost 


all goverrimerit and guasi— governirsent inst 


itutions are already 


cified amounts towa^rds group in 


surance of the 


their medical 


similar deduction csn be introduced towards 
oisU ranee as. well. Along with the deductions a 


detailed programsTie -should also be chalked out .regarding the 
provision of efficient and timely medical treatment to the 


needy persons. Once this medical' insurance schem 


e IS' , worked 


out and, properly . impiementedy it can- be., extended .'t'c 


o ' ■i.he' 


private sector as. .'well, 


i.n irfie L.s?.se -of the rural' areas ^a inuch greater effort 


will be required ", for 


i-ne ■ ■ptromo' tion and 


iiFipl ementat.i on , of - the' health insurance scheme* Ho 


can be worked out , even ..f or the . rural households, 


wever. , it 


une' wav 


m- 


i 11 i t i c:?. t s such a s c h errie caxi be ' by ask i n g the rural de ¥ e 1 o' pirien t 
banks or other banks to deduct- a . siriall • specified amourst 


IS rrieaicai iT\‘Bu.ra.nce t roiii trie , crop loan or such oiher 
la-kert ■ by the people for agri cul tural , ' purposes*- . In 


eMchanae 


■LOIS' oeduc Lion tnsv can • oe pro-videQ niedica] 


insurance cards , i^hich will qu-arantee . therri f ree treatirsent in 


take ' crop loans such ' a ' scheme will have oiilv- 


, imi'ied 


coverage to begin with. But .once such a beginning -Is^ made 
and a section of rural people start enjoying the benefits of' 
the scheme^ others will automat i cal ly be attracted towards 
it- Once such a stage has been reached, the' Panchayats can 
be handed over the responsibility to collect the premium 


towards medical insurance from each household, 


if! IS WIMl 


ensure total coverage of the rural households, 


Such an insurance scheme has a- direct equity enhancing 
impact since 'such a 'scheme makes medical benefits available 
even to the poorest .. sections -of ' the society , Normally the 
common' man ■ wi 1 1 ■■ hardly be '■ in- - a position", to ■ af f ord ' expensive: 
treatment, from his ' own" limited means- Here/too, it '.must be^ 


yej-y c'isar that; ' preiTsi.um rates '.should'-be f ixe'd- ' keeping in '. mind; 
the 'pay in -g capaci ty. ' of , the,:.rfiass'es * 


In this - way financiiig-'-.Q-f .medical services' ■ca.n: ';'--'^b dorre-, 
either by chargirsg di re'ct :user- -f'ee.s iri ',,:'.t'he gQ-vernment : " run 
hospitals-.' or through^ a scheme ''of iriedi cal .. ..;ins'urance or, a 
combination of both- 'Since ■ people have been , paying • for the 



